Mr. Kuttner Spring 2008

Economics 211
Money, the Financial System, and the Economy
Tuesday/Thursday 3:00-4:15, room TBA

Course description. This course deals with financial markets, financial institutions, monetary
policy, the economy, and the linkages between them. The first part of the course covers the
determination of interest rates: the supply and demand of loanable funds, inflation, risk, and the
role of the Fed. The second part looks at asset prices more broadly, including equity, foreign
exchange, and derivative markets. The third part covers the role of financial institutions, and
especially financial intermediaries, in the financial system. The course concludes with a
discussion of the operations and objectives of central banks, with particular emphasis on the US
Federal Reserve.

Prerequisite. ECON 101; some material from ECON 206 and ECON 251 may be complementary,
but these courses are not required.

Course requirements and grading. The requirements consist of the following (percentage of
the course grade is in parenthesis):
e One in-class midterm on March 18. (20%)
e A final exam on TBA at TBA (40%)
e Four problem sets. (10%) These will be due by midnight of the days indicated on the
course outline, below.
e Two short in-class quizzes (19%), as indicated on the course outline.
e One short (5-10 page) term paper (20%).
e Attendance is notmandatory, but strongly encouraged. In-class discussion is encouraged,
but not graded.

Readings. The required textbook for the class is The Economi of Money, Banking, and
Financial Marketsor EMBFM, for short), fialternated 8" edition by Frederic S. Mishkin
(ISBN 9780321427809). Students will also be responsible for the supplemental readings listed
on the course outline (available on ERes), and any others that might be distributed over the
semester.

The Honor Code. Students are encouraged to study together, and to compare notes while
working on the assignments. But the Honor Code nonetheless applies, which means that each
assignment (and, needless to say, the exams) must be completed individually.

Office hours will be held on Mondays from 2 to 4 and Wednesdays from 10 to 12, and by
appointment. My office is 29 Rice Hall (in the basement), and the phone is 5-8592. You are of
course welcome to send questions, comments, and appointment requests to
kenneth.kuttner@oberlin.edu. Blackboard will be used for distributing course information,
including lecture notes, supplemental readings and assignments.



http://www.oberlin.edu/students/links-life/rules-regs/06-HonorCode.pdf
mailto:kenneth.kuttner@oberlin.edu

Economics 211
TentativeCourse Outline and Schedule, Spring 2008

Class | Date Important events | Topic Textbook reading | Extra reading
1 Tu 2/5 First day of class! | Introduction & overview Chapters 1-2 ﬁn IH no r:N o VS ; tb ip ::n;namgeu O;m e\; as
2 Th 2/7
What is an interest rate? Chapter 4 ARi sing Rates to oW
3 Tu 2/12
4 Th 2/14 ~ R
The nmacroo Chapter 5 ARAgi ng Baby Boome
5 Tu 2/19 of interest rates
6 Th 2/21 .
Intire.stt ratej.l.Rls.kd,‘ ¢ Chapter 6 AHow ratings firmn
7 Tu?2/26 | Assignment 1 due maturity and Hquidity
8 Th 2/28 iz #1 . .
Quiz Equity prices and the stock Chapter 7 fnFedodbs hints of 3
9 | Tu3a market
10 Th 3/6 ~ ~ : ,
Exchange rates Chapter 20 2 g ? g : 3 € ts : k’ 2 d g 'JN: ¢r) wg‘:
11 Tu 3/11
12 Th3/13 | Assignment 2 due | Financial derivatives Chapter 13 2 ll\J/Ita Ir lc() g L g 2 {Al Faownse  spur
13 Tu 3/18 Midterm exam




Class | Date Important events | Topic Textbook reading | Extra reading
Last day before AfHas Fed risked @

14 | Th3/20 spring recess! Information & agency Chapter § r”F1> u.s. . I r‘]fv estors F aI

costs rorcmhPgmof, o-pananpger p
15 Tu 4/1 iBeyond irrelevanc
16 Th4/3 The classical function of Chapters 9-11 AUK | ender is | ate
17 Tu 4/8 banks AConfidence tricko
18 Th 4/10 AOur risky new fin

The new financial 6 Mi smat ch fioMo dtehren df

. Chapters 12 & 14 o . .
. architecture suf feffWhelin it goes
19 Tu4/15 | Assignment 3 due Aicitigroup feels h
20 Th 4/17 Quiz #2 Monetary systems Chapters 3 & 15
21 Tud/22 Where does money come Chapters 16-17
22 | Th4/24 from?
23 Tu 4729 Monetary policy Chanters 17-18 AHas Fed quietly e
24 Th 5/1 implementation P step up to Fedo6s w
25 Tu 5/6 Money in the global Chapter 21 ADoctor the Doll ar
26 Th 5/8 Assignment 4 due cconomy exchange rateso, A
TBA Final exam, time and room TBA. Paper due.




